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Current world-wide supply and demand for petroleum products
1s moat delicately balanced. Between 1946 and 1950, worldewide con-

sumption of petrelewn, exclusive of Russis and her satellites, has in-

cmpsad over 4O percent, Esstern Hemisphere consumption has increased
about 75 percent during the sams period, The economics of France, the
Low Countries and many other European natlons have been inereasingly
oriented to petroleum. The defense and security programs of the United
3tates, and others of the United Nations, have accelerated sssentisl
demands fer oll. There is only a negligible amount of world refining
capacity not prasently in operation, 45ll operating refineriss are
running &t approximately: their normsl maximum capacity, Transporta-
tion facilitles, particularly essentlal tanker tonnage, are strained
to the utmost. Stocks of petroleum st various key peints within the
Hestern Hemlsphere are at minimm working levels. In some places
stocks are less than 30 days of consumption. !Athin the past twe
months petroleum supplies at Rhodesis, a critical seurce of oopper,
were aqual to less than § days's consumption., Replenishment gupplies
muat continue to be obtained on the shortest possible haul s 8lse supplies
will become completely exhausted; for example, India is dependent upon
& 8~ to 10-day tanicer haul from Persian Gulf sources for its essential
keroasne reguirements; & 35- to ,45-day tanker voyage would be required
to provide Indie with kerosene from the Western Hemisphere. It is evi-
dent that even the momentary loss of any current source of world petro=
lews supply ¢=n create havoc among the free nations of the world,

It should be emphasized that petamleun supply is a world~
wide matter and that shortages one place necessarily involve adjustuents
in resotely dlstant sreas. This normal inter-reliance is
pointed up in times of emergency and was amply demonstrated during
World War II,

In mid=-April of 1951, as & result of & nstionalistic upris-
ing followed by Commmnlst inspired activity, there was an almost com-
lete shut-down of the Anglo-Iranian Cil Company's Abadan Refinery in
Iran, Fortunately, this shut-down was of relatively short duration.
But sven this brief interruption of full scale operations at this
single refinery has resulted in the irretrievsble loss of up to
7,000,000 barrels of petroleum products otherwise avallable for world
consumption. Many oil companies, including some American ones, have
been directly affected by the Abadan shut-down. These coipanies have
bought heavily in United States and other markets in an effort te
compsnsate for these losses. The result has been to further deplete,
both in the United 3tates and elsewhere, the already thin margin be-
tween supply and requirements,
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Current events in Iran, stemming from her ageressive oll
nationalisstion progran, thresten the maintensnce of the sontinued
flow of oszential petroleum products originating in that country, all
regent, avallable information pertaining to that situstion indicates
that it is most presariously poised. On May 28, 1951, the Iranian
Preamder threatened the imposition of custom controlse upon the Anglioe
Irenian 0il Compeny, The fulfillment of tihls threat would agein eause
the Abadan refinery to shut down. It is no exaggeration to say that
at any moment, either as a result of inflamed Iranian nationalism or
Commmnist inspired activity, the frie nationms of the world may lose
acgess to both Iramian erude oil and the refined products manufactured
at Abadan, That loss would be catastrophic and whatever the cause,
would represent a triwmph of major proportions for the forces of aggres-
sion :

L 4

Bormal orude oil production in Iran is at the rate of SPProOX—
imstely 700,000 barrels a day; 550,000 barrels a day of crude i3 re-
fined at Abadan; 150,000 barrels a day move to other refineries located
primarily in Western Europe, Refined products manufactured at Abadan
move almost wholly te Eastern Hemlisphere markets; some 60 percent, west
of Suez, the balance, sast of Sues., Fuel oil supplies fer the British
Navy and for the world msrchant fleet operating in the Middle Zast,
aviation gasoline for the armed forces of many of America's allies,
and for internationsl air lines, vital kerosene supplies for Indla,
sssential petroleum products for Eurcps's reviving industries—all are
dependent upor Iranian odl.

Moreover, unrest in Iran, from whatever cause, can readily
spread to other Middle Eastern or Iastern Hemlsphere oil centers wi
soncomitant jeopardy to supplies eriginating in these areas. It is a
.matter of common knowledge that Iraq, another source of strategic ime
portancs, is dissetisfied with the arrangements presently cont
the operations of the oil comranies in that country. Likewlse, it is
well known that diseident activity in Indonesis has seriously threatened
and will continue to menage the ssintenance of all supplies from that
Far Eanstem SCUTNe .

In order to meet its own present requiremsnts, the United
States today must import approximately 1,000,000 barrels per day of
erude oil and products. It is obvious, therefore, that any substantisl
diminution in world petroleum supplies, whether casused by the loss of
Iranian oil or otherwise, will directly and adversely affect the in-
terests of the United States, ineluding the successful continustion of
its mobilisation progra.. Ascordingly, the United States mst be prew
pared to meet and handle immediately the problems inherent in any such
loss of world petroleum supplies,
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